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REVIEW OF FORTHEAST INDUSTRIAL CONDITIONS IN 1950

In the past 6 monthz, under the uwrging of the Hortbheast Pureau foo Econmmic
Recenstruction to eliminate evtravagauce and waste, profuction has T1sen very
moath and efficlency hee improved, resulting inm icwsr productics coaba.

Production end distridbutice figurae for 1950 are in accrrd with placs. &ave
ernment investments 1p economic entarprises accounted for Sk pavcend of all givern.
ment disbursements, of which, investment in fpéustrial concerns emounted to Lo per-
cant. It is obvious that Northeast injugtry is sesuming an prtremely largs rile
in economic recenstruction. though the year ig nst yet ended and the corplete
results are pet yet aveilsbla ths averall reeasihe of the firel O wraths Dake us
feel that remsrkeble results are being achieved. According %o availadle dafa,
the over-all precduction costs of many factories snd minee in the fires »alf of
the year declined from L o 20 percent. Exusmples are as folicwe, usipg the Po-
duction-cost unit for 1949 as 100:

Commodity 1950 Prcductiorn Cost Reductioe in ﬁ
Run-of-mine Coal

Northeast Coal Bureau 8h.50 18,50
Fu-shun 9€.05 3.9€

Fen=-ch'i 87.50 12.50
Industrial Reccmstruction.

Bureau cement 93.53 6.7
.Becond .Cotton Textile. Coc

12-gauge cotton yarn 92.73 T.27
Kirin mawsprimg 93.47 6.53

The Ho-kang coal field,
methods for extracting coal,

one of the Northeast's largest, after adopting new
reduced its over-all coste as follows:
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CONFIDERTIAL
Jan 50 May 50 ' Reduction in % .
Cost of coal per ton (yuan) 520,000 397,000 23.65
Cost of explosives per ton (yuan) 17,400 6,72 61.49

Ratio of labor to cver-all 22.3 9.93 © 694
costs ($) :

The workers as a wholehsve shown great enthusiasm, snd, according te in-
complete figures, in the first half of 1650 set 1,836 nss recorda. Thea= records
include 13% new inventions, 458 technical imprivements, and 281 suggesticns
for improvements, 8 total of 13 ,893 perecng being responsible for them. These
factors ccotributed to fulfilling quotas co time, 4o incr=asing efficiency, ani
ts surpassing former rroductisn levels.

Seme factories surpassed the technical atandaris of the Japanese puppet regimz.
For example, the Mukden Smeiting Company set ten great new recards in May. The
aluminun-smelting department exceeded ite quota by 35.49 percsnt up to 10 May,
and the silver electrolysis section of the gold and silver elactrolyeis department
topped its quota by 16.56 percent. The gold elastrely=1s sectlon surpassed its
quota by 92.2 percent. Originally, lathszs manufactures by a certain machine shop
~+14 not meet even the standards for a Llswequality product set by ‘thke machine
section, but in May this shop nct only poodusced Z€, pat eviry cnz of them met the
standards set for first-quality line. Iz sther caxes, in May 39.05 percent of
Pen-ch'i pig iron was up to the raquired standerds and 66,2 parcent of Fu-shun
steel plate.

Although good production resulis pave been skown in trke firet half of the
year, several bad practices have also besn yavealed, The importance of makirg
good estimates deserves special attention. Sincs planped =concmy is a new thing
with which we have had little experience, thers weoe many cases in which cost
estimates were padded to enable factories te mest thelr production quotas. There-
fore, many production results appear unusually high, and tha reduction in costs
is exaggerated because tke original estimaves were averstated. For example, onz2
factery under the Kortheast Machine Buresu ¢stimatei that a supplementary ceal
supply of 6,000 tons was needed, although ever wishout +his additional ailctment,
there was enough on hand to last until February 1651, Io another case, the es-
timated cost of machine lathes at Factory No 5 was £82,090,000 yuan each in
April, but the actual cost was only 238,062,944 yusn, or 59.1 psrcent below the
estimate.

Based on the costs of Fu-shun special steels {carbon toul steels), the Pen-
ch'i product should cost 98.65 percent of the Fu-shun roduct, but 1t actually
costs 135 percent of the standard. If we analyze the cne comporent of the total
cogt, for example, supplementary materials, the cost was only 0.35 parcent at
Fu-shun, whereas the estimated cost wae G.5 percent. The cost of supplementary
materials was estimated at 6.35 percent at Pen-ck'i, but it actually turned cut
to be only 1.7k percent. Such nominal figures make the genersl . afuetion of
total costs unrealistic., Even in the Soviet Unicn, eycept through important
inventions of technical advances, it is not posmible to achieve & 30-50 percent
reduction in costs.

Meny establishments, in making up their estimates, have either deliberately
or carelessly calculated their costs on mere guesses. By issuing exaggerated
estimates, they could show a considersble lowering of costs. For example, a
pover plant based on the efficiency stendards cf the Shih-ching~shan and T'ang-
shan power plants should use sbout 0.75 kilograms of coal per kilowatt-hour,
Assuming that the equipment at the Ch'ang-ch’un power plent is about equal
to that at Shih-ching-shan, then the estimated amount of coal Ch'ang-ch‘un uses
ghould also be about 0.75 kilograms per kilowatt-hour. But the leaders, being
covardly and fearing that they might not be able to Pulfill their qusta, deliberately
concealed the effigiency of their equipment, and raised eptimates on coal consump-
tion to 1l.15 kilograms. .
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and marketability of products vary greatly. Location 1s another factor to be con-
gidered in relation to the availability of raw materisls, transport problems, and
markets. For instance, the Ch'ang-ch'un electric pover plant will require a higher
ratio of working capital per unit of production than the Fu-shun plant, because

the Ch'ang-ch'un plent has 4o transport coal from Fu-shun. in 1950, vhen the ’

Northeast Ministry of Industry set up production schedules, it also called & con-~ i
ference to set up distribution schedules and to draw up marketing contracts to
minimize the lag between production and sales. The plan for products sold, in
comparison with the total produced, for the first 6 months of 1950, shows the fol--
lowing results:

Industry Plan Fulfillment (in %)

An-shan Steel Works Th

Pen-ch'4-hu Iron and Coal Co 81

Nonfexrrous metals 8k

Gold mining 125.3

Coal mining . 97 '
Machinery 29 !
Electric power 86 :
Chemicals 97 i
Textiles 11L.5

Construction 13k

‘Light industries ok .
Fu-shun mines 92.1 !
General average 89 :

In the case of the machinery industry, the low record was due to the large
perceptage of low-quality products that could not be gold. With other industries,
the. product did not respond to the existing demand siiustion. Among such products
vere steel materials and ball bearings. In other cases, production estimates wexre
oversmbitious, surpassing demand, In this class were castings, coal, cement,
glass, paraffin, fire brick, electric condensers, and coke. Some were not accord-
ing to standards or vere priced too high, such as 1ight and heavy fuel oil, soap
bicycles, thiocyanates, graphite, bicycle tires, rubber shoes, and knitted woclens.

The over-all picture, hovever, is better than in 1949. The average working
capital turnover period was reduced from sk days in 1949 to 31 days for the first
quarter of 1950. This shows that economic planning is far superior to makeshift
production schedules.
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